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REPORT ON THE GRINDING WHEELS INDUSTRY 

The Government of India, Ministry of Commerce, in the'r letter 
No. 2-T(2)|48 dated 28th January 1849, have 
Reference to the Board. the Tariff Board to conduct the neces¬ 

sary enquiries into certain protected industries, 
grinding w heel s being one of them, in order to find out the current dis¬ 
parity between the fair selling prices of the indigenous articles and 
the c.i.f. prices of corresponding imports and whether the quantum or 
nature of protection at present enjoyed by the industries is adequate 
and suitable or not. The Board has been asked to submit its recom¬ 
mendations as to any action which may be called for. under Section 4(1) 
of the Indian Tariff Act, 1934. 

• 

2. The claim of the grinding wheels industry for protection or assis¬ 
tance was first referred to the Board for investi- 
Pwvlous Tariff Board to g atiou ^ November 1945. The Boardjifter due 

<Mry * inquiry, submitted its Report in Aprill946 and, 

having held that the industry qualified for the grant of protection, made 
the following recommendations :— 

(1) “No new licences for the import of grinding wheels and seg¬ 

ments, oil stones, sharpening stones, etc., should be issued 
for the remainder of 1946. 

(2) <A protective import duty of 80 per cent shotdd be levied on 

all articles covered by the category ‘grinding wheels and 
segments’ for a period of three years with immediate effect 
and a separate heading should be created for the same in 
the Customs Tariff Schedule. 

(3) If the c.i.f. prices of grinding wheels fall below the estimated 

current c.i.f. prices by 10 per cent or more, action should 
be taken under Section 4 of the Indian Tariff Act of 1934, 
and the duty should be so adjusted as to maintain the 
measure of protection recommended by us. 

(4) The existing concession in favour of Grindwells to import syn¬ 

thetic abrasive grains free of customs duty should be con¬ 
tinued for the entire period of protection and be extended 
to other manufacturers of grinding wheels in the country. 

(5) All Railway and Government orders for grinding wheels 

should be placed with the Indian manufacturers up to the 
limit of their productive, capacity.” 

In their Resolution No. 218-T(77)|46, dated 10th May, 1947, the Gov¬ 
ernment of India (late Department of Commerce), after having consi 
dered the Board’s Report, accepted recommendations 4 and 5 above. 
They were, hdwever, of the opinion that as the Industry was not likely 
to survive even with as high an import duty as 80 per cent, it should be 
given direct protection and they, therefore, arrived at the following con- 
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elusions on. tiro oilier jc^unmondatiuns »f tiie Board :— 

(i) All imports ox grinding wheels should be prohibited through¬ 

out"'the financial year 194/-48, except for qualities which 
cannot bo produced in India. 

(ii) A duty of 50 per cent would be imposed on the special quali¬ 

ties of grinding wheels which cannot be produced in India* 

(iii) , A duty of 50 per cent would be imposed in regard to varie¬ 

ties manufactured in India when it Is derided to lift the 
prohibition on their imports. 

The protection granted to the industry was made subject to the fol¬ 
lowing two conditions :— 

(a) Messrs. Grindwell Ltd., Bombay and Messrs. Kata Grinding 

Wheel Works, Amritsar, should take early steps to convert 
themselves into public limited companies. * 

(b) The agreement rejtortcd to have been arrived at between the 

foreign and Indian shareholders in Messrs. Grindwell Ltd., 
whereby the former had agreed to transfer their shares to 
the latter and the latter had agreed to take tbepa up. Is 
<"arried out at an eariy date. 

The effect of the above decisions of Government was that an import 
duty of 50 per cent was levied on such grinding wheels as were allowed 
to enter the country. It wee intended that the same rate of duly would 
be imposed on all imports of grinding wheels when the ban on imports 
of sudh qualities as were beiug produced in xnd'a was lifted. As a 
matter, of fact I lie restrictions on the import of grinding wheels conti-' 
nued till 4th December 1948 when all categories of sueh wheels were in¬ 
cluded in an Open General Licence. With effect from the same date, 
Government decided, in view of the circumstances that then ex r sfal, to 
impose & protective duty of 80 per cent on all .imported grinding wheels 
c* recommended by (lie Board (vide Government of India, Ministry of 
Commerce. Nnt.ji.<*«rtion (Tariffs) No. 2I8-T(77)I46, dated 4th December 
-•'ifij. 


3. lu their repre^viu>t«ou to Government, dated January 16th 1949, 
'Wowrs. Grindwell Ltd., have contended that as 
'•i 501 cru..iing wheels amt segments have been brought 

: o.G.Ij.. a duty of 80 per eent on 

uuf-orts would n<»t be adequate to protect the 
Indian industry. They iiuvc referred to the fact that though at the time 
previous inquiry diftw •.«•«••• Vf-ween the fair selling prices of 
.venous wheels and •*.•• 5 iod.'-:i c-^»s «•>. duty of imported wheels was 
to be between 92 ;><v and jij por cent, tbe Tariff Board re- 
rmm 1 ‘ jidod a duty of «(* pc? c?-n.‘ Tiwv have pointed out tha t 

1 ; nsi of production has actually iow is<v) by about 80 per cent mainly 

because of increased costs of rtw marcrial. labour and packing* They 
have,User-fore, made two specific requests .— 


(a) 'That the protective duty should be revised having regard 
to the pre&nt cost of manufacture ; and 
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(b) that imports of grinding wheels and segments of any shape 
or quality from 1" diameter to 14" diameter should not be 
permitted. 

In a further letter, dated 3rd March 1949, a complaint has been 
made that the export prices for grinding wheels charged by the U. K. 
manufacturers to importers in India -are considerably below the prices 
current in the U.K, market. It is suggested, that, instead of increasing 
the protective duly, the most suitable way to help the industry would be 
to stop imports of grinding wheels up to 14" diameter as well as of other 
articles like segments, sharpening and oil stones abrasive sticks, honing 
sticks, rubbing bricks and valve grinding compound. 

The Board has not received any representation from Kata Grind¬ 
ing Wheel Works, Amritsar, who were the only other producers of 
grinding wheels in 1946. A letter of enquiry sent by the Board to their 
Amritsar address lias been returned undelivered by the Dead Letter 
Office. It is, therefore, presumed that either this Company is not now 
in existence, or it may have removed its office and factory to a place out¬ 
side the Dominion of India. 

4. Before examinin g the grounds on which additional protection is 
now requested by the industry, we considered 
desirable to ascertain whether the conditions 
tecthm fulfilled. P for the grant of protection laid down in Gov¬ 
ernment’s Resolution dated 10th May 194Thave 
been fulfilled. It was necessary to do so not only because Government 
have asked ua to review the quantum of protection but also as in the gene¬ 
ral directions issued to us in Government’s Resolution (Tariff) No. 30-T 
(1)|48, dated 6th August 1948, we have been authorised to maintain a 
careful watch to ensure that the conditions attached to the grant of pro¬ 
tection to an Indian industry were fully implemented. 

.As to the first condition subject to which protection was granted to 
this industry, we are informed that Grindwell Ltd., have not yet convert¬ 
ed themselves into a public limited company. The main reasons adduced 
by them for their failure to do so are ■— 

(i) Change in public opinion about investment due to the uncer¬ 

tainty of Government’s policy regarding nationalisation, 
labour and taxation ; 

(ii) a loss of 1$ lakhs in the Company’s balance sheet of 1945 and 

the impossibility of showing any actual profit in the balance 
sheet of 1946 ; 

(iii) difficulty in dosing their accounts for 1947 owing to *arge 

outstandings due from Government and a dispute of about 
half a lakh regarding supplies made before partition to Gov¬ 
ernment establishments which have been transferred to 
Pakistan ; and 

(iv) recent Government, decision to allow free imports of grind¬ 

ing wheels under O.G.L. 

Grindwell Ltd., state that they felt that because of these reasons they 
would not be able to attract investors and, though they have applied tq 
J-801TBB .. - 
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the Controller of Capital Issues for the necessary permission, no real 
progress in floating a public limited company has been made as their 
financiers are waiting for the audited and certified balance sheets. 

The restrictions on the import of grinding wheels were withdrawn 
only in December last aiul this recent decision of Government can hardly 
be pieaded as a valid ground foij the failure to form a public limited 
liability company. It may, however, be conceded that the uncertainty 
regarding Government’s future policy may have tended to discourage 
new investment of capital and Grindwell Ltd., may have encountered 
certain difficulties in the prompt realisation of outstanding dues from 
’Government and in the settlement of pending disputes which may have 
delayed the preparation of their balance sheets with a view to the issue 
of a prospectus for a new company. At the same time it has to be noted 
that for nearly two years noW they have enjoyed a virtual monopoly in 
the Indian market in respect of the sales of the categories of wheels pro¬ 
duced by them. They have had the additional advantage of obtaining 
synthetic abrasive grains free of import duty and moreover a large 
portion of their products has been purchased by Government Departments 
and Railways. As a result of these protective measures they must have 
made substantial profits during 1947 and 1948 which could reasonably 
be expected to attract at least some small investors and to facilitate the 
formation of a public company. 

On the whole we do not feel satisfied that it was impossible for 
Grindwell Ltd., to form themselves into a public limited company in 1947 
or 1948. 

As regards the second condition stipulated by Government, we need 
only refer to the Government of India, Ministry of Cojnimeree, letter No. 
218-T(77)|46, dated 8th July 1948, in which Government agreed to allow 
•soch of the two Czechoslovakian experts in the Company to hold for the 
time being 16 per cent of the shares. 

5- In view of the representation that the cost of production has in- 
increased cost of creased substantially, we had the question inves- 
prodi'ctfon. * tigated by an officer of our Cost Accounting De- 

Tmrtment, The results are incorporated in the 
tstatemetat in Appendix I. As no cost accounts are maintained by the 
Company and as- moreover the financial accounts for the years 1947 and 
3948 have not yet been audited and the stores and production records 
maintained were found to be inadequate, our Accounts Officer had some 
difficulty in making the necessary investigations. However, as far as 
possible, the costs have been worked out on the same lines as in the case 
of the last inquiry. The following comments are wade on certain indi¬ 
vidual items of costs :— 

Eav> Materials .—The price of aluminium oxide, Exolon R.W. used 
by the Company has gone n» from Rs. 0-5-0 per lb. c.i.f. in 1(145 to Rs. 
fl-6-8 in .1947 and Rs. 0-6-10 in 1948. 

Labour .—In computing the cost of labour, the allowances and con¬ 
cessions granted, which work ont to about §5 per cent, op,the total wages 
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«a<l salaries, have Ircen taken into consideration. For the year 1947 a 
bonus equal to l|12tli of the average earnings of a year which was 
actually paid has been added. No provision on this account has been 
made in the figures of costs for 1948 as the Management, has not yet de¬ 
cided about the grant of bonus for that year. 

The number of workers employed* averaged to 287 in 1947 and 306 
in 1948. compared to 460 in 1945. The decrease is due to the Com 
pany having arranged to, get certain pieces of work done on a contract 
basis. The average earnings per worker have gone up from 1945 by 
about 24 per cent in 1947 and about 40 per cent in 1948. 

Repairs and. Maintenance .—Although the prices of many of the 
items of stores have increased, the cost per lb. of production is lower ow¬ 
ing to higher production. It, appears that no allowance for higher pro¬ 
duction was made in the Board’s previous estimate for this item as the 
figure of Rs. 0-3-4 per lb. being the actual expenditure in 1945 when pro¬ 
duction was 172 tous was also taken for the estimate fob the years 1947, > 
1948 and 1949 when production was expected to increase to 200 tons* It’ 
is for this reason that in the 1948 figures of costs computed by us there 
has been a decrease of Rs. 0-0-6 per lb. as compared to the previous Tariff 
Board’s estimate. 

General Services, Supervision etc .—It will be noticed that the ex¬ 
penditure under!, this item shows a reduction of 4 pies per lb. as compar¬ 
ed to the previous Tariff Board’s estimate. This is due to the fact that 
certain expenses which are now grouped in the “Miscellaneous” category 
were included under this item in the previous Tariff Board’s Report. 
Actually the expenditure on account of salaries of staff has increased 
appreciably owing to grant of increments and an addition in the number 
of technical supervisors and other establishment. The results of the ad¬ 
justments made by us in the various items is that the expenditure under 
“Miscellaneous” has increased from Rs. 0-2-0 to Rs. 0-5-0 per lb. 

Packing charges .—The reduction in this head is due to adjustments 
having been made for certain recoveries that Grindwells have been able 
to make from purchasers. It would appear that such credits were not 
taken into account in the Board’s previous estimates. 

Miscellaneous .—The following expenses, among others, are included ■ 
under this head :— 


j 1047 

1948 




Rs. 

Rs. 

(1) Port Trust, Dock dues and Maohwa charges 

* • 

•• 

22,963 

29,800 

(2) Carriage and cartage 


•• 

0,391 

7,494 

(3) Livestock and Vehicles (Maintenance).. 

.. 


10,672 

8,984 

(4) Bank charges 

•• 

• • 

734 

3,264 

(5) Miscellaneous ... „ 

•• 

• • 

7,497 

11,253 




' j 

48,247 , 

60,796 






It is assumed that item (1) and a portion, of items (2) and (3) rotate 
to the transportation of raw materials from Bombay docks to the factory. 
The balance of expenditure covered by these items is presumably in¬ 
curred in the carriage of other raw materials such as coal, etc. and in 
transporting the finished products. 

Setting expensed .—Following the Board’s recent practice, we have 
disallowed all such expenses though iu the estimate adopted in the 1946 
Report, an amount of Rs. 9,000 was included for this item. Proportionate 
amounts relating to the Sales and Interests on loans which have been ex¬ 
cluded from the costs are shown beloW :— 



1947 

1948 




Rs. 

Rs. 

(1) Remuneration to two Directors 

•m 


9,600 

14,400 

(2) Salaries of officers of the Sales Department 

• • 


15,360 

17,016 

(3) Other establishments of the Sales Department 

.. 


26,474 

34,500 

(4) Stationery, printing, postage and telephone (for sales work) 

• • 


6,112 

(5) Rent (Sales Department) 

•• 

• • 

2,100 

2,100 

(6) Travelling expenses in connection with sales .. 


♦ • 

17,430 

4,530 

(7) Freight, booking charges, eto. 

.. 

• • 

9,726 

11,639 

(8) Commission on sales .. 

.. 

• « 

* 11,421 

6,979 

(9) Bad debts ,. .. .. .. 

• • 

• • 

2,233 

15 




98,934 

97,297 

(10) Interest on loans .. .. 

•• 

• • 

21,172 

Not avail¬ 
able. 


The payments referred to in item (1) were made under the terms 
of a Resolution of the Board of Directors dated 8th February 1947 in 
which it was decided to grant a monthly remuneration of Rs. 600 each 
to two Directors from the date of the Government notification granting 
protection to the Grinding Wheels industry- It is explained by Grind- 
well Ltd. that these Directors take an active interest in the affairs of the 
Company and render several valuable services. It is therefore, contend¬ 
ed that the expenditure on this account is properly debitable to the head 
“Salaries and Wages and Other Allowances”. We are, however, un¬ 
able to accept this contention as we are not satisfied that the services 
rendered by these Directors were essential for work in connection with 
the manufacture of grinding wheels. We consider that it will be more 
appropriate to treat the remuneration paid to them as part of the sales 
expenses and have accordingly excluded the same from the cost calcula¬ 
tions. 
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It will be seen that the average cost of raw materials hag gone up 
only by lls. 0-0-9 per lb. The net result is am. increase of cost by Rs. 
0-1-9 per lb. as compared to 'lie cost of production estimated for 1947, 
1948 and 1949 by the previous Board. 

We consider that there are certain expenses which could have been 
avoided by the manufacturers ; for instance, we see no sufficient justifi¬ 
cation for the increase in the number of technical supervisors and other 
staff. From a purely business point of view, the advisability of grant¬ 
ing to high salaried technicians and supervisory officers increments in pay 
m proportion to the rise in the cost of living is also open to doubt. A 
comparison of the strength of the staff and the salaries paid in 1945 and 
in 1948 is shown in the statement in Appendix III. It is 
true that a small addition in the subordinate technical staff may have 
been found to be necessary to look after certain new machinery obtained by 
the Company but it is difficult to accept the view that an increase in the 
expenditure on these items to the extent of over 28 per cent was essen¬ 
tial for the increased production of about 200 tons in 1948 as compared 
to an output of 172 tons in 1945- We feel that if suitable steps are 
taken by the manufacturers to introduce economies in the various pro¬ 
cesses of manufacture and to reduce their staff to the minimum neces¬ 
sary for optimum production, it should be possible to bring down the 
cost of production to an appreciable extent. 

6. The revised fair selling price of one lb. of grinding wheel works 
out to Rs. 2-7-11 as against Rs. 2-5-0 per lb. which 
Fair selling prices. was estimated by the Tariff Board in 1946 to be 
the average fair selling price of Indian-made 
grinding wheels (vide Appendix 1). There has thus been an increase 
of about 8 per cent. The fair selling prices of the three sizes adopted 
by the Board in 1946 as representative of the indigenous production are 
shown below :— 


heel size 


10'xl' 
12'x 1' 
12'x2' 



Weight per 
piece in lbs. 

Fair selling 
price at Rs. 
2-5-0 per lb. 
as estimated 
by the pre¬ 
vious Tariff 
Board for 1947, 
1948 and 1949. 

Fair "selling 
price accord¬ 
ing to the 
latest cost data 
(at Rs. 2-7-11 
per lb.) 



Rs. A. P. 

Rs. a. P. 

• • 

6-80 

15 12 0 

10 15 5 

• • 

0-70 

22 7 0 

24 3 2 

•• 

1900 

43 15 0 

47 6 5 








7. (We have obtained from the Collectors of Customs particulars of 
the c.i.t'. prices of certain grinding wheels re- 
C. i.t. prices and landed eently imported from abroad. Messrs. H. 

CK ' s ‘ S, Cox and Company, Bombay, who are 

the principal importers of these wheels from the U.K., have 
also furnished us with the c.i.f. prices of certain types of grinding wheels 
which have either been already imported or may be imported from the 
U.K. in the near future. All these c.i.f. prices are shown in Appendix 
II. In estimating the ex-duty landed cost of wheels imported from the 
U.K. the previous Tariff Board based its calculations on the shilling 
list prices of the manufacturers minus trade discounts usually allowed 
and made an addition of 15 per cent on account of freight, insurance, 
etc., and of one per cent, as clearing charges. The figures of the ex¬ 
duty landed costs of the three representative types of ivheels .according 
to the lowest c.i.f. prices in respect of imports from the U.K. for which 
information is available would be as follows 



10'xl* 

12'Xl' 

12x2' 


Rs.* A. P. 


Rs. * A. P. 

e. i. f. . 

8 10 8 


18 13 4 

Banding and clearing ohnrgos at 1% .. 

O' 1 5 

1 

1 

■ 

0 3 0 

Landed cost without duty 

8 12 1 

12 1 11 

19 0 4 


♦Based on figures of c.i.f. prieos furnished by the Collector of Customs, Calcutta. 

♦Based on information supplied by Messrs. Cox and Co. 

The corresponding figures as estimated by the Board in its 1946 Re¬ 
port were Rs. 8-j4-0, Rs. 10-11-0 and Rs, 18-5-0 respectively. There has 
thus been a slight increase in the landed cost of all the three representa¬ 
tive types of wheels. It may here be mentioned that when recommend¬ 
ing the imposition of a duty of 80 per cent which was regarded as afford¬ 
ing a reasonable margin of protection to the industry, the previous 
Board had suggested that if the’ c.i.f. prices fell below those estimated by 
it by 10 per cent or more, action should be taken under Section 4(1) of 
the Indian Tariff Act and the duty adjusted so as to maintain the mea¬ 
sure of protection recommended by it. On the basis of the c.i-f/ prices 
shown in Appendix II there appears to be no necessity to take any such 
action. There are, however, other relevant considerations which may 
justify an increase in the quantum of protection in view of the changed 
circumstances due to the withdrawal of the embargo on imports. We 
deal with these aspects of the case in later paragraphs of this Report* 






8. The margin of difference between the fair selling prices of the 
Comparison of fair wheels made by Grindwell Ltd. and the landed 

soiling prices with landed costs as now estimated by us of comparable sizes 

„ costs ex-duty. imported from U.K. is shown below :— 




10'Xl' 

12'X1' 

12'X2' 



ItS. A. P. 

Rs. A. F. 

Rs. A. F. 

Fiar selling price .. 

• • 

16 15 5 

24 3 2 

47 6 5 

Landed oust without duty 

-• 

8 12 1 

12 1 11 

10 0 4 

Difference .. j . 


8 3 4 

12 1 3 

28 6 1 

Difference as percentage of landed cost with¬ 
out duty. 

03-75% 

90-66% 

140-21% 


The correpoiuling percentages of difference between the fair selling 
prices and landed costs as estimated by the previous Tariff Board were 
92. 111 and 141 respectively. It may be pointed out that though accord¬ 
ing to its estimates of ex-duty landed costs and fair selling prices, a pro¬ 
tective duty approximately of 100 per cent was, indicated, the previous 
Tariff Board recommended the imposition of a duty of 80 per cent only 
in view of the fact that, the Indian producers made considerable quanti¬ 
ties of smaller sizes of wheels and segments etc. in respect of which the 
price difference was smaller than that in the case of the three compara¬ 
tively larger sizes adopted hv it for purposes of comparison and also 
because it was the practice of the importers to include in their selling 
price a profit of 30 per cent on the landed cost which would narrow 
down the actual margin of difference between the two prices. The pre¬ 
vious Tariff Board also considered that as a stimulus to improvement and 
efficiency the amount of protection should be somewhat lower; than that 
indicated by the difference between the fair selling prices of the indige¬ 
nous articles and the ex-duty landed costs of the imported ones. The 
last mentioned consideration is unexceptionable but tbc position as re¬ 
gards the other two points to “which reference is made needs to 
he re-examined. Firstly, from the data furnished by Grindwell Ltd., 
as to the supplies made by them during January 1949, it appears that .— 

fa) wheels of a diameter below 10" do not constitute more than 
16 per eent of their total production : those of the three 
representative sizes for which costs have been estimated 
form only 23 per cent of the total manufactured ; 

(b) wheels of sizes 10" X 1", 12" X 1" and 12" X 2" for which 
costs have been estimated form only 23 per cent of the 
total manufactured ; 

(e) the percentage to total production of all wheels of diameters 
from 10" to 12" hut of varying thicknesses is 44 ; apej 
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(d) wheels of sizes above 12" X 2" account for the balance of 40 
per cent of production. Secondly, it seems unlikely, 
that the importers would continue to include a profit of 
30 per cent on the landed costs in their selling prices even 
when with a high duty on imports, they have to compete 
with the indigenous articles. Indeed, there will be a 
tendency to reduce the percentage of profit and in our 
opinion such a possibility should not be ignored in deter- 
mining the quantum of duty required to protect the Indian 
Industry. 


9. It view of the high duty required to raise the duty paid landed 
costs to the level of the fair selling prices of the 
_ indigenous products, it may be argued that pro- 

50 * tection to the industry should be granted by re¬ 

imposing restrictions on imports. Having regard to the productive capa¬ 
city of the Indian industry, the large stocks of imported grinding wheels 
which were then in existence in the country or which were due to arrive, 
and the smallness of the Indian demand, the. previous Tariff Board 
recommended the imposition for the second half of 1946 only, of a pro¬ 
hibition on the imports of such types of wheels as could be produced 
locally. The Board made it clear at the same time that this was to be 
regarded as an exceptional measure. In passing orders on the report. 
Government, however, decided that the imports of wheels of the types 
referred to should be prohibited for the whole of the financial year 1947- 
48. As a matter of fact, this prohibition remained in force till 4th De¬ 
cember 1948 from which date all categories of grinding wheels were 
included, in an O.G.L. This decision has naturally perturbed Grind- 
wells, Ltd. who have strongly urged that the only way to save them would 
be by imposing quantitative restrictions on imports. They point out that 
there has been no appreciable increase in the cost of production in the 
TJ. K. and that the export prices for India of wheels manufactured in 
the U.K. are considerably lower than the selling prices in the ILK. and 
the U.S.A. They also refer to the possibility of the U.K. manufac¬ 
turers supplying grinding wheels to India at prices much below their 
costs in order to keep their hold on the Indian markets having regard 
to the fact that India’s total requirements are believed to be about 
per cent of the present output of the U.K. They, therefore, apprehend 
that they would not be in a position to stand competition with the British 
made wheels even if a high protective duty were imposed on them. Our 
estimate of lauded costs shows that these apprehensions are mostly un¬ 
justified. The question of selling prices in the TT.K. and the U.S.A. 
is not relevant since for the purpose of determining the quantum of im¬ 
port duty necessary for the protection of an Indian industry, the Board 
takes into consideration the landed costs of imports. The previous Tariff 
Board estimated the c.i.f. prices to be 43.9 per cent of the shilling list 
prices of_the U.K. manufacturers. From the quotations we have re¬ 
ceived from Messrs. Cox and Co., principal importers, it appears that 
the c.i.f. export prices for India are now quoted at 50 per cent below the 
shilling list prices of the U.K, manufacturers. The net deduction of 
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the U.K. manufacturers’ shilling list prices now allowed, seems, there¬ 
fore, to be actually lower than that allowed formerly- There is thus no 
evidence of any tendency to export grinding wheels to India at prices 
below the manufacturers’ cost prices. The Indian industry 
has, therefore, no reason to fear unfair competition provided the 
duty on imports is sufficiently high. We understand that, save in excep¬ 
tional cases, Government do not now favour using Import Control as a 
means of giving protection to indigenous industries. In our opinion 
the grinding wheels industry is not entitled to special consideration in 
this respect. Import Trade Control is mainly imposed for balance of 
payment considerations and when the necessity for the same disappears, 
it is not likely to remain in force. It may be pointed out that abrasive 
grains have to be imported from U.S.A. (a Dollar area) whereas 
grinding wheels would mostly come from the U.K. (a Sterling country). 
We believe that in the long run it will be in the interest of the Indian 
industry if competitive imports are permitted as an incentive to improve 
the quality of its products and popularise its goods. For these reasons 
we do not feel disposed to recommend the re-imposition of control on the 
imports of grinding wheels from the U.K. which was withdrawn by Gov¬ 
ernment in December last. 

10. The Tariff Board of 1946 while expressing some doubt as to the 
ultimate independence of the industry ccn- 
NMessity tor Increase in aidered that it should be kept alive during the 

transition period as it provided an essential link 
in the structure of the modem engineering industry. It also came to the 
conclusion that the necessary conditions laid down by Government for 
the grant of protection were satisfied in the case of this industry. We 
are in full agreement with these views but consider that the protection 
to be granted to the industry should be in the form of such additional duty 
on imports as is found necessary to set off the disadvantages of higher 
costs of production. It will be clear from what is stated in paragraph 
8 above that the existing duty of 80 per cent, on competitive imports 
will not afford adequate protection to the Indian industry. It jvas 
estimated by the.previous Tariff Board that a plain wheel of 12" X 2" was 
the most representative type of imports and it was also the most popular 
size made by Grindwell Ltd. In order to equate the duty-paid landed 
cost of this type of wheel imported from the U.K. to the fair selling 
price of the corresponding indigenous article as now estimated by us a 
duty as high as 149 per cent, will be required. For the other two re¬ 
presentative types, duties of 94 per cent, and 100 per cent, will be suffi¬ 
cient for the purpose. As already pointed out in paragraph 8 above, 
these three types of wheels constitute only about 23 per cent, of the total 
output of Grindwell Ltd., while 40 per cent, of the production consists 
of wheels of over 12" in diameter. According to the figures of supplies 
furnished % the firm, the ratio of the three types taken as representative, to 
each other is 3 :10 :10. On this basis the weighted average percentage of 
duly required to equate the ex-duty landed cost to the fair selling price 
works out to 121. If, on the other hand, all types of wheels of diameter 
between 10" and 12" irrespective of their thicknesses, which account 
for 44 per cent, of the total production are grouped together—and it is 
IsSITBB 
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assumed that the disparity between their fair selling prices and landed 
costs ex-duty would be the same as that for the three representative sizes 
of wheels—the weighted average of the duty required to set off the diffe¬ 
rence would be 110 per cent- But the figures from which the above de¬ 
ductions are made relate to one particular month and are liable to change 
from time to time as pi*cduction is regulated by the actual orders re¬ 
ceived. Moreover, it is inadvisable to determine the quantum of duty 
on the basis of the lauded costs and fair selling prices of the larger sizes 
of wheels as this would tend to raise unduly the prices of the smaller 
sizes of wheels for which there is an appreciable demand. It should also 
be noted that there is a possibility of a reduction in the cost of produc¬ 
tion, as indicated in paragraph 5 above. On the whole, threrefore, we 
consider that a duty of 100 per cent, will afford adequate protection to 
the indigenous industry. We accordingly recommend that a duty of 
100 per cent, may be imposed on all grinding wheels and segments in 
place of the existing dutv of 80 per cent, leviable under item 71(8) of 
the Indian Customs Tariff-First, Schedule. We note that in their resolu¬ 
tion No. 218-T(77)|46. dated 10th May 1947. the Government of India 
(late Department of Commerce) expressed the view that the industry 
was not likely t.o survive even with as high an import duty as 80 per 
cent,, in view of the large disparity between the cost of production and 
the landed cost, disclosed in the previous Tariff Board’s report. This 
apprehension will not, however, materialise if a duty of 100 per cent, as 
now recommended by us is imposed as it is found to he necessary to raise 
the landed cost to the estimated cost of production. With this high 
duty Grind well Ltd. should he able to compete with the British made 
wheels particularly as it is claimed that the quality of the indigenous 
product compares favourably with the quality of corresponding imports. 
As the duty we recommend is itself sufficiently high, we do not propose 
to make any separate allowance for the prejudice against the indigenous 
product Avhich the previous Tariff Board held to be fairly widespread 
amongst certain sections of the engineering industry in India and which 
is si ill likely to exist. The previous Tariff Board was also of the opinion 
that, the cost of grinding wheels formed an almost negligible proportion 
of the total cost of production of engineering firms and workshops. We 
therefore, consider that the burden of the proposed increase in duty will 
not be excessive to the community. 

11. In view of the higher duty recommended by ui and the protec¬ 
tion that it will afford to the indigenous in- 
other mommraihtloM. dnsfry. Grindwell Ltd. should be directed to 
form themselves into a public limited company 
willi as little delay as possible. They should also make a serious effort 
to reduce the cost of production by introducing economic processes of 
manufacture and by keeping the strength of labour and technical and 
other staff to the absolute minimum necessary to maintain optimum pro¬ 
duction. We further recommend that they should continue to get the 
concession of importing synthetic abrasive grains required by them free 
of duty. We understand that this concession is due to expire on 14th 
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April 1949. We suggest that it should be extended up to 31st Decem¬ 
ber 1950 in order to correspond with the duration of the protective rate 
of duty. We would also recommend that all Railways and Government 
orders for grinding wheels should continue to be placed with the Indian 
manufacturers up to the limit of their productive capacity. 


G. L. Mehta, President. 

H. L. Dey, Member. 

M. E. Rahman, Member. 

R. Doraiswamy, 

Secretary. 


Bombay, 
5th April 1949. 
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APPENDIX I 

GU1NDWELL LTD., BOMBAY. 

Comparative Statement of Cost of Production as Estimated by the 
Hoard for 1947-1949 and actuals for 1947 and 1948. 


Period 

Board’s Esti¬ 
mate for 
1947-1949 

1947 

Actuals 

1948 

Actuals 

Production 

200 tons 

192 tons 

200 tons 


Cost per lb. 

Cost per lb. 

Cost per lb. 

Manufacturing Expenses .— 

Rs. A. e. 

Rs. A. P. 

Rs. a. r. 

(1) Raw Materials 

0 9 0 

0 8 10 

0 9 9 

(2) Power and Fuel 

0 2 0 

0 1 10 

0 2 3 

(3) Repairs and Maintenance 

0 3 4 

0 3 0 

0 2 10 

(4) Labour 

r 0 8 0 

0 6 7 

0 7 10 

(5) General Services, Supervision and 
local Office Charges. 

0 6 2 

. 

0 6 5j 

0 6 10 

(0) Quality Control, Rosoaroli and De¬ 
velopment. 

0 0 4 

0 0 41 

0 0 5 

(7) Packing Charges 

0 2 1 

0. 1 6 

0 1 5 

(8) Miscellaneous .. 

0 

0 4 0 

0 6 0 

Total 

2 0 11 

1 14 6 

2 3 4 

11. —Overhead Charges .— 




(9) Depreciation 

'"VV i 

0 1 6 

0 1 4 

(10) Interest on Working Capital 

0 0 9 

0 0 4 

0 0 4 

(11) Managing Agents’ charges 


• • 

. * 

(12) Director’s and Auditors’ Fees 

0 0 2 

0 0 2 

0 0 2 

(13) Insurance 

0 0 2 

0 0 6 

0 0 6 

(14) Rents, Rates and Taxes excluding 

0 0 4 

0 0 0 

0 0 4 

Income Tax and Royalties. 




(15) Selling Expenses 

0 0 4 

•• 


(10) Miscellaneous .. 

0 0 6 

(Inoluded un 

der miso. above) 

Total 

0 3 3 

0 2 11 

0 2 7 

Grand Total (I & II) 

2 4 2 

2 1 6 

2 6 11 

Profit 

0 0 10 

0 1 11 

0 2 0 

Total 

2 6 0 

2 3 4 

2 7 11 
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APPENDIX II 

C, I. F. PRICES OF GRINDING WHEELS 



Source of Information 

Wheel 8i;;e. 

H. S. Cox j Collector 

It- Oo., Bombay, of Custous, 

| Bombay. 

Collector of 
Customs, Cal¬ 
cutta. 

Collector of 
Customs, Mad¬ 
ras. 


! 

Country of ! Country of 
origin U. K. 1 origin U. S.A. 

Country of 
origin U. K. 



i 

Up. As. 1 ’. j Rs. As. P. 

• 

Rs. As. P. 


lO-xl' . 

Information \ 9 0 0 

not a vailblo j 

8 10 8 

No imports 

lrxi* 

12 0 0 ! 11 12 0 

j 

Information 
not available 


12'xii' 

17 8 0 ; 16 13 0 

14 13 4 


lrx^ 

21 0 0 i Information not 

! available 

18 13 4 

•• 

u'xr 

. i 

28 14 0 Do. : Information 

not available 

•• 


APPENDIX HI 
GRIND WELL LTD., BOMBAY. 

Cotnnarison of salaries and of staff in 1945 and in 1948. 



1945 

1948 

Increase 
in salaries 
(Rs.) 

Percentage 
of increase 


No. 

Salaries 
paid (Rs.) 

No. 

SiHries 
paid (Rs.) 

1. Technical experts and 
managers. 

4 

62,007 

4 

77,345 

25,338 

48-8 

2. Technical, trained staff 
and supervisors. 

24 

43,669 

25 

50,425 

6,756 

15-5 

3 Technical, other staff 
including fitters, turners 
etc. 

7 

11,031 

14 

18,578 

7,547 

68-5 

4. Workshop writers, clerks, 
accountants, casliior etc. 

38 

56,439 

34 

63,915 

7,476 

13-3 

5. Social 

1 

4,800 

1 

5,400 

K1 

12-5 

Total 

74 

1,67,946 

78 

2,15,663 

47,717 

1 

28-4 


Ls6 T TBB- 1000 -18-8-4!,—GIBS 














